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GENERAL INFORMATION 
 
 The Community Reinvestment Act (“CRA”) requires the Massachusetts Division of 
Banks (“Division”) to use its authority when examining financial institutions subject to its 
supervision, to assess the institution's record of meeting the needs of its entire local 
community, including low and moderate-income neighborhoods, consistent with safe and 
sound operation of the institution.  Upon conclusion of such examination, the Division must 
prepare a written evaluation of the institution's record of meeting the credit needs of its 
community.  
 
 This document is an evaluation of the CRA performance of MERRIMAC SAVINGS 
BANK prepared by the Division, the institution's supervisory agency. 
 
INSTITUTION'S CRA RATING: This institution is rated "Satisfactory" 
 
Merrimac Savings Bank (or the “Bank”) has demonstrated an adequate loan to deposit 
ratio over the last eight quarters for an institution of its size and resources. The Bank’s 
net loan to deposit ratio averaged 53.0 percent over the last eight quarters.  This ratio 
has increased since the last examination. The loan to deposit ratio reached a high of 
67.8 percent on September 30, 2004.  Based on the above performance, this criterion 
meets the standards for satisfactory performance.  
Based on the 2002 and 2003 Home Mortgage Disclosure Act (“HMDA”) data, 
approximately 35.8 percent of the number and 44.5 percent of the dollar volume of the 
Bank’s loans were inside the assessment area.  In addition, the Bank’s loan volume is 
minimal for an institution of its size. Based on this analysis, the Bank’s lending inside the 
assessment area is considered to need improvement for this criterion. 
 
The distribution of loans to borrowers of different income levels represents a good 
penetration among the various income levels in the assessment area.  An analysis of 
mortgage originations indicated that 15.9 and 18.2 percent of the total number of 
originations were to low and moderate-income borrowers, respectively.  However, while the 
percentages are quite good, the low volume of total originations mitigates the Bank’s 
performance slightly. 
 
The Bank achieved a reasonable dispersion of lending among the various census tracts 
and is proportionate to the demographics of the assessment area. 
 
The Bank’s fair lending performance was found to be satisfactory and no CRA related 
complaints were received since the previous examination.  
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PERFORMANCE CONTEXT 
 
Description of Institution 
 
Merrimac Savings Bank is a state-chartered mutually owned community financial 
institution, incorporated under the laws of the Commonwealth of Massachusetts in 1871.  
The Bank is headquartered in Merrimac, Massachusetts, with a new full service branch 
located in the town of Newton, New Hampshire scheduled to open within the coming week 
as of the date of the examination.  The main branch has Automated Teller Machines 
(“ATM”).  There are no surcharges for the use of the Bank’s ATM machine.  The main 
office also includes a drive-up window with extended hours beyond the branch.  Hours of 
operation are convenient and include extended hours on Thursday, Friday and Saturday 
mornings at the branch. 
 
As of September 30, 2004, Merrimac Savings Bank had total assets of $37,727,000, 
61.5% of which were in the form of gross loans.  Of these, 65.3% were 1-4 family 
residential loans, 15.6% were consumer loans, 4.8% were multifamily properties, and 4.7% 
were home equity lines of credit.   
 

Loan Portfolio Composition 
 

Loan Type Amount (000s) Percent 
One to Four-Family Residential Mortgages $15,156 65.3 
Consumer Loans   $3,635 15.6 
Multifamily $1,109 4.8 
Equity Lines of Credit $1,101 4.7 
Construction and Land Development  $915 3.9 
Commercial Real Estate $854 3.7 
Commercial and Industrial $472 2.0 
Less Unearned Income ($28) - 
Total Gross Loans $23,214 100.0 

Source:  September 30, 2004 Consolidated Report of Condition. 
 
Merrimac Savings Bank operates in a competitive market.  Local competitors according to 
Bank management include but are not limited to the following: Economy Co-operative 
Bank, Institution for Savings in Newburyport, Newburyport Five Cents Savings Bank, and 
the Provident Bank, as well as representatives of numerous regional and national 
mortgage companies. The market influence from these institutions appears to be 
significant, and as a result, serves to keep the Bank's rates and services offered 
competitive. 
 
Market share information obtained from PCI Services, Inc. CRA WIZ, based on 2003 
aggregate performance data, indicates 207 mortgage companies, savings banks, 
commercial banks, cooperative banks, and credit unions have either originated or 
purchased residential mortgage loans within the bank’s assessment area. 
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The Bank’s most recent CRA evaluation, performed by the Federal Deposit Insurance 
Corporation (“FDIC”) as of September 23, 2002 assigned a rating of “Satisfactory”.  The 
previous evaluation performed by the Division as of August 30, 1999 also assigned a 
rating of “Satisfactory”. 
 
Description of Assessment Area  
 
Merrimac Savings Bank defines its assessment area as the towns of Merrimac and 
West Newbury, Massachusetts and Newton, New Hampshire.  Both Massachusetts 
towns are located in Essex County, while the town of Newton, New Hampshire is 
located in Rockingham County.  All three towns are located in the Lawrence MA-NH 
Metropolitan Statistical Area (“MSA”). 
 
The assessment area is comprised of 3 census tracts, two middle-income census tracts 
and one upper-income census tract.   
 
According to 1990 US Census Data, Merrimac Savings Bank’s assessment area has a 
total population of 12,079 individuals and a total of 4,414 housing units.  Housing stock 
within the assessment area is primarily one-to-four family residential dwellings  (87.0%), 
of which a majority (79.0%) is owner-occupied. There are 4,266 households in the 
assessment area of which 74 percent are located within the middle income census tracts 
and 26 percent are within the upper-income census tract.  A household is defined as all 
persons occupying a housing unit.  
 
Please refer to table two regarding other housing characteristics. 

Selected Housing Characteristics by Income Category of the Geography 
 

Percentage 
 

Geographic 
Income 
Category Census 

Tracts 
House 
holds 

Housing 
Units 

Owner-
Occupied 

Rental Units Vacant Units 

Low 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Moderate 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Middle 66.7% 73.8% 74.3% 70.5% 86.4% 100.0%
Upper 33.3%   26.2%   25.7%    29.5%    13.6%    0.0%
NA 0.0 % - - - - - 
Total or Median 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Source: U.S. Census 
 
The median family incomes for the Lawrence MA-NH MSA for 2002 and 2003 are $67,400 
and $74,300, respectively.  The income figures are based on estimated Department of 
Housing and Urban Development (“HUD”) information.  
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Change in Demographics-2000 Census Information 
 
In 2003, the US Census Bureau released its revised demographics based upon 2000 
census data.  According to 2000 census data, in Merrimac Savings Bank’s assessment 
area, there are 5,270 housing units within the assessment area, of which 84.0 percent are 
owner-occupied, 13.6 percent are rental occupied units and 2.4 percent are vacant housing 
units. One to four family properties comprise 90.1 percent of the total housing units. There 
are 5,140 households in the assessment area.   
 
The median home value of the assessment area is $169,499 based on 1990 US Census 
Data.  A more recent figure was obtained using figures from the December 6, 2004 
Bankers & Tradesman publication using sales statistics through October 2004.  According 
to this publication, the median selling price for a home in Merrimac was $422,500. 
Additional analysis of real estate sales in West Newbury also reflects significant 
appreciation with the average sales price in this community at $469,000.  
 
The assessment area’s unemployment rate has gradually increased to 6.2 percent, and 
remains higher than the state unemployment rate currently at 5.1 percent. 
 
The towns of Merrimac, West Newbury, and Newton, New Hampshire can best be 
described as “bedroom communities”.  While most of the area’s residents commute to jobs 
along routes 495, 95, 93, and 128, major employers in the vicinity include Merrimac 
College, local area hospitals, and municipalities.   
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PERFORMANCE CRITERIA 
 
1. LOAN TO DEPOSIT ANALYSIS 
 
An analysis of Merrimac Savings Bank’s net loan to deposit ratio was performed during the 
examination.  The calculation incorporated eight quarters of the Bank’s net loan to total 
deposit figures utilizing the FDIC quarterly call reports. This review included the quarters 
ending December 31, 2002, through September 30, 2004. 
 
The institution's average loan to deposit ratio during the period under examination was 
determined to be 53.0%.  The ratio has fluctuated from a low of 44.9% on December 31, 
2003 to a high of 67.8% on September 30, 2004.  The increase in the ratio for the period 
of December 2003 to September 2004 can be attributed to a 48.0% growth in loans and 
an 11.6% growth in deposits. At the previous Division’s examination on August 30, 1999, 
the average net loan-to-deposit ratio was 46.5 percent.  The following graph depicts the net 
loan-to-deposit ratio for each quarter under review. 
 
The following graph illustrates the bank’s Net Loan to Deposit ratios.  
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The Bank’s net loans and leases as a percent of average assets, as reported in the 
September 30, 2004, Uniform Bank Performance Report (“UBPR”), was 51.6 percent.  The 
peer group’s net loan to asset ratio was 62.2 percent.  The Bank’s ratio is slightly lower 
than peer, however, it should be noted that the UBPR determines a peer ratio based on 
similarly sized banks nationwide without regard to regional or state differences.   
Based on the above information and Merrimac Savings Bank’s capacity to lend, the strong 
competition from other institutions in the assessment area, demographic and economic 
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factors present in the assessment area, and the lending opportunities available in the 
assessment area, the Bank’s loan to deposit ratio meets the standards for satisfactory 
performance. 
 
2. COMPARISON OF CREDIT EXTENDED INSIDE AND OUTSIDE OF THE 

ASSESSMENT AREA(S) 
 
Data regarding the Bank’s residential mortgage lending activity for 2002 and 2003 was 
reviewed to determine the proportion of loans within the assessment area by number of 
originations.  Mortgage lending data was obtained from the Bank’s Loan Application 
Register (“LAR”) filed under the provisions of HMDA. 
 
Merrimac Savings Bank’s 2002, and 2003 HMDA LARs were reviewed to determine the 
amount of credit extended within the Bank’s assessment area.  During this period, the 
Bank originated 123 HMDA-reportable loans totaling approximately $12,740,000.  Of 
these, 44 loans or 35.8 percent of the number totaling $5,665,000 or 44.5 percent of the 
dollar value of all loans were originated in the Bank’s assessment area.  
 
Merrimac accounted for the largest percentage of originations by number with 30.1 
percent. Merrimac also accounted for the largest dollar volume of originations with 36.3 
percent.  
 
The following table provides the bank’s HMDA-reportable lending by number and dollar 
amount. 
 
Distribution of Home Mortgage Loans Inside and Outside of the Assessment Area 

 
Inside 

 
Outside 

Number of 
Loans 

 

Dollar in Loans 
(000s) 

Number of 
Loans 

Dollars in Loans 
(000s) 

Year 

# % $ % # % $ % 
2002 23 40.4% 2,738 45.0% 34 59.6% 3,346 55.0% 
2003 21 31.8% 2,927 44.0% 45 68.2% 3,729 56.0% 
Total 44 35.8% 5,665 44.5% 79 64.2% 7,075 55.5% 
Source: HMDA/LAR, CRA Wiz  
 
Based on the above information, it is evident that a substantial majority of residential 
mortgage originations have been extended outside the Bank’s assessment area.  
Therefore, the Bank is considered to need improvement for performance in this category. 
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3. DISTRIBUTION OF CREDIT AMONG DIFFERENT INCOME LEVELS 
 
The Bank’s residential loans were further analyzed to determine the distribution of 
lending by borrower income level.  The borrowers’ reported incomes were compared to 
the median family incomes for the Lawrence MA-NH MSA.  The Lawrence MA-NH MSA 
median Family Household Income (“FHI”) was $67,400 for 2002 and $74,300 for 2003. 
These income figures are based on estimated HUD information.  
 
Low income is defined by the US Census Bureau as income below 50 percent of the 
median family income level for the MSA; moderate income is defined as 50 to 79 percent 
of the median family income; middle income is defined as income between 80 and 119 
percent of the median family income; and upper income is defined as income greater than 
120 percent of the median family income. 
 
The following table shows, by number, HMDA-reportable loans to low, moderate, middle 
and upper-income borrowers in comparison to the percentage of households according 
to 1990 and 2000 census information within the assessment area in each respective 
income group. 
 

Distribution of HMDA Loans by Borrower Income 
 

2002 
 
 

2003 Total Median 
Family 
Income 
Level 

1990 
Census % 

Total 
House 
holds # % 

2000 
Census % 

Total 
Households # % # % 

Low 18.1% 4 17.4% 15.4% 3 14.3% 7 15.9%
Moderate 15.3% 5 21.7% 14.1% 3 14.3% 8 18.2%
Middle 21.7% 6 26.1% 19.6% 9 42.8% 15 34.1%
Upper 44.9% 8 34.8% 50.9% 6 28.6% 14 31.8%
Total 100.0% 23 100.0% 100.0% 21 100.0% 44 100.0%
Source: U.S. Census, HMDA LAR 
 
During the examination period, the Bank extended 7 loans to low-income borrowers 
representing 15.9 percent by number and 6.4 percent by dollar amount of the total loans 
within the assessment area.  This falls below the 18.1 (1990) and slightly above the 
15.4 (2000) percent of low-income households within the assessment area.  However, 
mitigating factors include the large number of people collecting social security (22.3%), 
retired individuals (14.0%) and the high cost of home ownership in the assessment 
areas which makes home ownership virtually impossible for many households in this 
income category. 
 
The table further indicates that the Bank extended 8 loans to moderate-income 
borrowers, representing 18.2 percent by number and 8.8 percent by dollar amount of 
the total loans within the assessment area.  The Bank’s lending to moderate-income 
borrowers exceeded the percentage of moderate-income households from both the 
1990 and 2000 census data. 
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The distribution of the Bank’s loans among various borrower income levels was compared 
to that of all other HMDA-reporters in the assessment area and to the percentage of total 
households.  The most recent data available for this analysis relates to calendar year 2003 
and is presented in the following table 
 

 Distribution of HMDA Reportable Loans Merrimac Savings Bank Compared to 
All Other Reporters 

Number of Loans Dollar Amount of Loans 
Merrimac 

Savings Bank 
All Other 
Reporters 

Merrimac 
Savings Bank  

All Other  
Reporters 

Borrower 
Income 
Level 

# % # % $(000) % $(000) % 
Low 4 17.4% 94 3.7% 228 8.3% 10,233 1.9%
Moderate 5 21.7% 389 15.3% 270 9.9% 62,589 11.8%
Middle 6 26.1% 703 27.6% 759 27.7% 131,962 25.0%
Upper 8 34.8% 932 36.6% 1,481 54.1% 225,341 42.7%
NA - - 428 16.8% - - 98,040 18.6%
Total 23 100.0% 2,546 100.0% 2,738 100.0% 528,165 100.0%

Source:  HMDA Aggregate Data 
 
As shown above, the Bank's percentage of lending to low-income borrowers is above 
the aggregate by number and dollar amount for 2003. The Bank originated 17.4 percent 
by number and 8.3 percent by dollar amount of the total loans within the assessment 
area to low-income borrowers, compared to the aggregate with 3.7 percent by number 
and 1.9 percent by dollar amount. 
 
Merrimac Savings Bank’s HMDA-reportable loans within the assessment area, to 
moderate-income borrowers accounted for 21.7 percent by number and 15.3 percent by 
dollar amount.  Both number and dollar amount are also above the aggregate. 
 
The distribution of HMDA-reportable loans by borrower income demonstrates the 
Bank’s willingness to lend to borrowers of all income levels especially those of low and 
moderate-income.  In addition, the Bank’s performance, when compared to aggregate is 
excellent.  Therefore, the Bank is considered to exceed the standards for a satisfactory 
performance in this category. 
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4. GEOGRAPHIC DISTRIBUTION OF LOANS 
 
HMDA-reportable loans located within the Bank’s assessment area were further analyzed 
to determine location by census tract income level.  The assessment area is comprised of 
3 census tracts: 2 or 66.7 percent as middle-income and 1 or 33.3 percent as upper-
income.   
 
The following table provides a breakdown, by number, of the Bank’s HMDA-reportable 
loans within its assessment area according to census tract income level.  The table also 
shows the number of loans in comparison to the number of owner-occupied housing 
units using 1990 and 2000 census data in each census tract income category. 
 

Distribution of HMDA Loans by Income Category of the Census Tract 
 

2002 
 
 

2003 Total Census 
Tract 
Income 
Level 

1990 
Census % 

Total 
Owner-

Occupied 
Housing 

Units 

# % 

2000 
Census % 

Total 
Owner-

Occupied 
Housing 

Units 

# % # % 

Middle 70.5% 20 87.0% 70.8% 20   95.2% 40 90.9%
Upper 29.5% 3 13.0% 29.2% 1 4.8% 4 9.1%
Total 100.0% 23 100.0% 100.0% 21 100.0% 44 100.0%
Source: U.S. Census, HMDA\LAR 
 
As shown in the above table, 90.9 percent of the Bank’s total loans were within middle-
income census tracts which is expected since the majority of the Bank’s census tracts 
are middle-income and 9.1 percent are within upper-income census tracts. These 
numbers indicate that the activity in these census tracts is proportionate to the 
percentage of owner-occupied housing units in the assessment area. 
 
Based on the analysis of the geographic distribution of loans, the bank meets the 
standards of satisfactory performance in generating loans from all segments of its 
assessment area. 
 
5. FAIR LENDING POLICIES AND PRACTICES 
 
A review of the Bank’s public comment file indicated that the Bank received no complaints 
pertaining to the institution’s CRA performance since the previous examination.  In addition, 
a review of the Bank’s residential loan application files was conducted to check for fair 
lending issues.  There were no discriminatory practices evident in the file review.  
 
The Bank’s fair lending policies and procedures are comprehensive. At least annually, all 
loan and customer contact personnel are provided with training appropriate to their job 
description and responsibilities. This training focuses on fair lending laws and regulations.  
This training included a review of the regulations as well as an in-depth discussion about 
CRA and HMDA.  Bank personnel have also attended recent training for the 
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implementation to the revisions to Regulation C.  The Bank currently has 14 full time and 6 
part time employees, one who speaks Spanish. 
 
Merrimac Savings Bank offers a first-time homebuyer program for mobile home loans.  
First-time homebuyers also receive the interest rate equivalent to a half-point program 
reduction without paying the half-point.  In addition, there are no closing costs and reduced 
points associated with this program. 
 
Many of the Bank’s products and services can be found on local advertisements including 
the West Newbury News. In addition, the Bank maintains a website at 
www.merrimacbank.com.  The website allows users to access their accounts, transfer 
money, learn about bank products and also features free bill-pay. 
 
The Bank has an established program of taking a second look at residential real estate 
related applications that are slated for denial.  Any denial requires a second signature 
from a member of the loan committee which includes the President, the CFO, and the 
AVP of retail.  Employees in the Loan Servicing department provide counseling services 
to delinquent customers and assist them in working out their credit problems.  The Bank 
refers customers who are in need of credit counseling to the appropriate credit 
counseling services. 
 
 
Minority Application Flow 
 
According to 1990 census data, Merrimac Savings Bank’s assessment area contains 
12,079 individuals, 119 or 1.0 percent of whom are minorities.  The assessment area’s 
minority population is 0.1 percent Native American, 0.4 percent Asian, 0.2 percent Black, 
and 0.3 percent Hispanic.  According to 2000 census data, the Bank’s assessment area 
contains 14,576 individuals, 335 or 2.3 percent of whom are minorities.  The minority 
population according to the 2000 census is 0.1 percent Native American, 0.3 percent 
Asian, 0.3 percent Black, 0.9 percent Hispanic, and 0.7 percent Other. 
 
A review of residential loan applications was conducted in order to determine the 
number of applications the Bank received from minorities. The Bank received 61 
residential loan applications from within its assessment area.  The Bank did not receive 
any applications from minorities. Refer to the following table for further details. 
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MINORITY APPLICATION FLOW 

Merrimac 
Savings Bank 
2002 

2003 
Aggregate 
Data 

Merrimac 
Savings 
Bank 
2003 

Merrimac 
Savings  Bank 
TOTAL 

 
RACE 

# % # % # % # % 
Native American 0 0.0 9 0.3 0 0.0 0 0.0 
Asian/Pacific 0 0.0 16 0.5 0 0.0 0 0.0 
Black 0 0.0 9 0.3 0 0.0 0 0.0 
Hispanic 0 0.0 17 0.5 0 0.0 0 0.0 
Other 0 0.0 26 0.8 0 0.0 0 0.0 
Total Minority 0 0.0 77 2.4 0 0.0 0 0.0 
White 27 100.0 2,381 74.1 34 100.0 61 100.0 
Not Provided 0 0.0 494 15.4 0 0.0 0 0.0 
NA 0 0.0 261 8.1 0 0.0 0 0.0 
Total 27 100.0 3,213 100.0 34 100.0 61 100.0 
*Source: CRA Wiz Software.  

 
The Bank’s minority application flow for this review period was compared with the racial 
make-up of the assessment area.  In addition, the application flow was compared to the 
2003 aggregate data for all other HMDA reporters within the assessment area.  The 
comparison of this data assists in deriving reasonable expectations for the institution’s 
application flow. 
 
The Bank’s minority application flow is below the racial composition of its assessment 
area according to both the 1990 and 2000 census data.  In addition, Merrimac Savings 
Bank’s minority application flow when compared to the other lenders within the assessment 
area is below the 2003 aggregate information.  
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PERFORMANCE EVALUATION DISCLOSURE GUIDE 
 
 Massachusetts General Laws Chapter 167, Section 14, as amended, and the Uniform 

Interagency Community Reinvestment Act (CRA) Guidelines for Disclosure of Written 
Evaluations require all financial institutions to take the following actions within 30 business 
days of receipt of the CRA evaluation of their institution: 

 
 1)  Make its most current CRA performance evaluation available to the public; 
 
 2) At a minimum, place the evaluation in the institution's CRA public file located at the 

head office and at a designated office in each local community; 
 
 3) Add the following language to the institution's required CRA public notice that is 

posted in each depository facility: 
 
  "You may obtain the public section of our most recent CRA Performance Evaluation, 

which was prepared by the Massachusetts Division of Banks, at (Address at main 
office)."  

 
  [Please Note:  If the institution has more than one local community, each office (other 

than off-premises electronic deposit facilities) in that community shall also include the 
address of the designated office for that community.] 

 
 4) Provide a copy of its current evaluation to the public, upon request.  In connection 

with this, the institution is authorized to charge a fee which does not exceed the cost of 
reproduction and mailing (if applicable). 

 
 
 The format and content of the institution's evaluation, as prepared by its supervisory agency, 

may not be altered or abridged in any manner.  The institution is encouraged to include its 
response to the evaluation in its CRA public file. 

 


	Change in Demographics-2000 Census Information

